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We appreciate the efforts o f th e B B E R and all o f the
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they travel the state and learn ab o u t econom ic conditions.
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fuels, renew ables, and conservation. We h o p e you can join
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'E ditor’s note:
D uring the 2 0 1 5 M ontana
Econom ic O utlook Sem inar
series, bureau economists and
industry experts presented the latest
economic trends a n d forecasts. The
keynote speaker, B ill W h itsitt,
retired D evon E nergy executive
vicepresident a n d executive in
residence a t B B E R , discussed the
new A.m erican energy revolution
and how i t is reshaping M ontana
communities. Following is a Q & .A
w ith the sem inar speakers —
M ontana’s leading economic experts.
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with Montana’s Top Economists and Industry Experts
Patrick Barkey: That was beginning to change even before

The Economy
Patrick M. Barkey, Paul E. Polzin

Q

We’ve been expecting better growth in the U.S. economy
for the past few years, but it has remained sluggish until
recently. What has changed?
Patrick Barkey: The U.S. economy recently experienced its
best six-month performance since well before the recession.
And for the first time in recent memory, growth has extended
to smaller businesses, which report increased optimism and
borrowing. That is especially important for Montana, which
is a small business state. Summarizing the U.S. economy, I
think we’ve gotten to a point where we’ve seen enough job
creation and income growth that we’ve hit what I would call
a self-sustaining cycle o f income growth, which is producing
more consumer spending and, in turn, supporting more job
growth. People expected 2015 to be better than 2014 —this is
the year where those expectations will finally be met. It looks
like the national economy is moving into a higher gear.

Q

Plunging oil prices have been a big story in the global
economy. What are some of the other developments that
have affected the global and U.S. economies?
Patrick Barkey: W hat’s not very well-known is the fact that
the global economy is, in fact, getting worse. So the global
economy is slowing down, were seeing essentially no growth
in once high-flying countries like Brazil and Russia, while the
growth in India and China is only about half o f what it was
seven years ago. This is a big change that will affect export
markets for Montana agricultural and commodity exports.
For the past few years, we’ve witnessed something of an
economic miracle in the eastern third of our state. Towns
and communities that were shrinking have come back roaring
- thanks to the Bakken oil boom - and portions of Eastern
Montana were growing faster than Western Montana. Is that
still the case?

Q

M

the crude oil price swoon hit global markets in the fall of
2014. Cost control in the Bakken was already bringing down
oil activity measures such as counts of drilling rigs, while the
drivers of growth in the more populous western parts o f the
state were getting healthier. Taken together, these forces were
already bringing growth rates around the state into closer
balance. The sudden tumble in crude oil prices that began
in earnest last September kicks this process into high gear.
Lower energy costs can breathe life into consumer spending
and confidence, while they are certain to curtail exploration
and development. It all adds up to a short-term oudook for
the Montana economy that has more balanced, but possibly
slower, economic growth.

Q

Which counties are growing the fastest and which ones
are growing the slowest?

Paul Polzin: Missoula, Flathead, and Ravalli counties were
particularly hard hit by the Great Recession and were very
slow to recover. In the past two years, these counties have
shown growth and are digging themselves out of some very
deep holes. Flathead County, for example, is one of the few
areas of the state where construction has almost recovered to
pre-recession levels.
There are three economies that have been growing right at
the state average —Great Falls, Helena, and Butte-Anaconda.
These communities did not experience significant declines
during the recession. But on the other hand, their recovery
has been very lethargic. One explanation is that that Great
Falls and Helena are government towns, which tend to
be non-cyclic and slow-growing, at least in the current
environment. Butte-Anaconda is a little more difficult to
explain because so much of their economy is associated with
natural resource extraction. The fact of the matter is that
mining in Butte-Anaconda has been relatively stable over this
particular business cycle.
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Yellowstone and Gallatin counties both have been exceeding
the statewide average in terms o f growth, likely due to
the indirect impact o f the Bakken. Gallatin County has
experienced very rapid recovery in construction, growth in the
high-tech sector, and favorable enrollment trends at M ontana
State University.
The dramatic drop o f crude oil prices means increased
uncertainty for several economies in Eastern M ontana. In
Richland County, the agricultural sector, especially irrigated
sugar beets, may help buffer the decreases in oil-related
employment. Custer County - and especially Miles City —
has become home to several large companies serving the oil
industry in the Bakken area. The am ount o f the indirect
impacts on these firms is not yet known.

What is the outlook for Montana's
economy for 2015?

Q

Patrick Barkey: We thought the state economy was going
to grow by 3 percent, but in the last two years it has only
been 2.1 percent. W ith booming oil development putting
on the brakes, overall statewide growth will be slower than
we forecast last year. O ur forecast is for growth o f about 2.5
percent over the next few years.

P ^ 9
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Health Care
Bryce Ward

extra because M ontana will get back more than it pays). In
total, approximately $200 million to $300 million per year
will flow from the federal government to Montana.

Over the past few years, health care markets have been
changing beyond the expansion in coverage. What other
sorts of changes have occurred?

Q

Bryce Ward: Researchers continue to investigate ways to
improve the efficiency o f the health care system. For instance,
Blue Cross Blue Shield recently conducted an experiment
where it made MRI prices available to consumers in some
markets, but not in others. The Blue Cross study found
that the average price o f an MRI in the markets with price
transparency fell by $95 over a two-year period, while the
average price o f an MRI increased by $124 in markets
w ithout price transparency. W hile this study has limitations,
it suggests that greater price transparency can induce
competition and lower prices, at least in the market for MRIs.
Another effort to improve health care efficiency has
involved tying payment to quality. For instance, the federal
government now penalizes hospitals with high readmission
or medical error rates, and 40 percent o f private plans tie
payments to various quality indicators. As a result, medical
errors and readmission rates have fallen. Since 2010, hospital
acquired conditions (i.e., people who got sick or injured while
in a hospital) have declined 17 percent. And there have been
1.3 million fewer harmful incidents and 50,000 fewer patient
deaths. Similarly, hospital readmission rates have fallen by
more than 5 percent.

Q lt's been about a year since the Affordable Care Act’s
main access provisions went into effect. What sort of
impacts has the ACA had on Montana?

Tourism and
Recreation

Bryce Ward! More people have health insurance because of
the ACA. According to Gallup, the share o f adults without
health insurance in M ontana declined from 20.7 percent in
2013 to 15.8 percent in 2014. This suggests that more than
39,000 Montanans gained health insurance during 2014.
M ontana had the ninth largest decline in its uninsured rate,
and the largest among states that did not expand Medicaid in
2014. Such a large decline is somewhat surprising because, in
general, states that expanded Medicaid saw larger declines in
the number o f uninsured.

Medicaid expansion in Montana was an important
issue in this legislative session. What sort of impact will
expanding Medicaid have on Montana’s economy?
Bryce Ward: According to the most recent estimates, between
27,000 and 45,000 Montanans would gain insurance
coverage through Medicaid expansion. Expanding Medicaid
will bring the money that Montanans send to Washington,
D.C., to pay for the expansion back to M ontana (plus some
■4
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Norma Nickerson

The travel industry in most destinations is quite seasonal,
and Montana is no different. During which quarters does
Montana see the most visitors?

Q

Norma Nickerson: As expected, the third quarter (July September) is the busiest time for nonresident visitation to
Montana. In 2014, 46 percent of all nonresidents (5 million
out o f 10.9 million) visited during third quarter, contributing
50 percent of all spending ($2 billion out o f $3.9 billion for
2014). Quarter two represented 23 percent of nonresidents
(3 million) in the state who contributed 27 percent o f all
nonresident spending. Interestingly, the percent o f visitors
each quarter does not change much from year to year. The
pattern seems to be very predictable. However, it is clear that
the warmer months are typically when the bulk o f people
around the world do their vacation travel. W hile vacation is
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historically the highest primary purpose for taking a trip to
Montana (34 percent in 2014), passing through the state is
a close second (29 percent in 2014). Those passing through
contribute to the state’s economy by spending one night on
average. In contrast, in 2014 vacationers spent more than six
nights in Montana and were attracted by a variety o f reasons
depending on the quarter. In 2014, the primary attraction
to Montana for vacationers in quarter one was skiing and
snowboarding. During quarter two it was Yellowstone
National Park, while quarter three saw Glacier National Park
as the primary attraction. Finally, in quarter four, family and
friends appeared as the top primary attraction to Montana.
This appears to be highly correlated with the holiday season.

revising our estimates down, and with those revisions, we
are where we were a year ago. The news on the grain front
was that grain producers had to deal with a little bit lower
prices. The big story in agriculture is livestock. O ur calf/cow
producers are on the right side o f the market as they have
been for a few years. The forecast is that by the end o f 2014,
we will have set a new record in historical prices. However,
everyone is sitting on pins and needles these days because of
this market movement. Three other times in the past, since
1900, we’ve had spikes like this, and these livestock boom
prices have quickly moved off o f these spikes. So those will be
important considerations for the livestock sector in the state.

Q

Q

Visitation numbers have been increasing over the past
several years, but they seem to have leveled off in 2014.
What do you expect for 2015?

Have the lower oil prices had an impact on Montana
farmers and ranchers?

George Haynes: Farmers and ranchers have really benefited -

Norma Nickerson: It is accurate that the total number of
nonresidents dropped from 11 million in 2013 to 10.9
million (-1 percent) in 2014, but a further look at the
data revealed that the number o f people per group is what
decreased while the number o f groups actually went up
from 2013 to 2014 (an increase o f 1 percent). W ith that
said, the outlook for travel and tourism in the U.S. in 2015
is promising. This predication is based on several things:
household spending should be up as the unemployment rate
decreases; household debt is expected to be down and that
will help with more discretionary spending; and, the U.S.
dollar should be stronger. So finally, based on these national
projections that do have an impact on travelers to Montana,
were forecasting that nonresident visitation to the state will
be up about 2 percent in 2015. We would expect nonresident
spending to be up 2 percent to 5 percent, and the economic
impact resulting from that spending in M ontana should be
greater than $5 billion in 2015.

not only are they getting lower diesel prices, but it also
impacts their fertilizer prices as well. It’s been interesting
watching how this might impact their profits. The flip side is
that as these oil prices lower, the demand for ethanol becomes
less, and that means that we see a decline in corn prices. So
farmers and ranchers might save a little money on the fuel
side, but they are also losing money on profit side as well.

Q

What is the agricultural forecast
for 2015 and beyond?

George Haynes: The agricultural sector has had six years of
very good news for the M ontana economy. Lower crop prices
and untimely rains have been offset by high livestock prices
and favorable pasture and haying conditions for ranchers in
2014. Futures prices for the fall o f 2015 suggest that crop and
livestock prices should be above long-run historical averages.
And Montana producers remain optimistic about the demand
for high protein wheat and high quality barley. Assuming
no major demand or supply disruptions, M ontana producer
balance sheets should remain healthy in 2015.

1Agriculture

Manufacturing

I George Haynes

Todd Morgan

Q Montana agriculture has been pretty stable from 2013
to 2014. What are the biggest stories of the year in
agriculture?

Which manufacturing sectors are growing the fastest
in Montana, and what is the overall outlook for the
manufacturing industry for 2015?

Q

George Haynes: We were pretty optimistic in the summer

Todd Morgan: The largest manufacturing sectors in this state

that we were going to have a really record-setting year in
terms of real cash receipts, but that all kind o f went south
with the rain storm that came through Montana in August.
Quite a bit o f malt barley and wheat ended up being spoiled,
and a lot of hay ended up getting moldy. So we ended up

continue to be wood and furniture products; chemicals and
non-metallic minerals; petroleum and coal products; food and
beverages; and, fabricated metals. The big pieces of the pie
really haven’t changed much other than the percentages have
M
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moved around a little bit. The outlook for manufacturing
for 2015 statewide is quite positive. The vast majority o f
manufacturers expect sales and production levels to go up
in 2015 from where they were in 2014. We do expect to
see some growth in employment, and worker earnings are
also expected to increase somewhat this year. The impact of
declining/low oil prices remains to be seen.

Q

The bigger challenge for M ontana mills is timber supply/
availability and being able to get enough logs to respond to
the improving markets.

What does Montana’s forest products industry have to
look forward to in the next year?

Q

Todd Morgan: Looking forward, wood products markets
in 2015 are expected to improve. Continued increases in
U.S. housing starts are projected, although getting back
to the long-term average of 1.4 million to 1.5 million
new home starts annually is still anticipated to be two or
more years away. In addition to housing, several factors are
expected to benefit domestic wood product manufacturers:
reduced timber harvest and lumber production in western
Canada resulting from the mountain pine beetle epidemic;
continued overseas demand for logs, lumber, wood
pellets, and other products; increasing public recognition
that wood products are sustainable, renewable, and
have significant carbon benefits relative to many other
materials; and a U.S. Congress favoring increased use of
domestic natural resources. All these factors should benefit
Montana’s forest industry, further stimulating production,
sales, and employment for the state’s mills and loggers.
Some challenges to Montana’s industry in the near term
include the strong U.S. dollar, which can make imported
wood products more competitive, and constrained timber
availability in Montana, which can make logs more
expensive for local mills.

How has energy development in Montana impacted

manufacturers?

Todd Morgan: Increased domestic production o f natural
gas and oil and relatively low energy costs compared to
other industrialized countries are widely believed to benefit
manufacturers. According to our recent manufacturers’ survey,
M ontana manufacturers were fairly optimistic about the
impacts o f energy development. The most common positive
responses were from firms that indicated selling products
directly or indirectly to the energy sector or its employees, and
thus having increased sales and more business activity. The
negative responses were from firms that noted increased costs
of labor, shortages o f workers, and increased transportation
costs.

Forest Products
Todd Morgan

While new home starts in the U.S. continued to increase
gradually, the gains were less than anticipated. How has
the slow homebuilding recovery affected Montana’s forest
products industry?

Q

Todd Morgan: New home starts in the U.S. got off to a
slow start in the first half o f 2014. That took some o f the
momentum out o f the forest products industry’s advances.
For Montana’s forest products industry, 2014 brought
mixed results. H alf o f the M ontana wood products firms
surveyed annually by BBER indicated increased production
in 2014, but 16 percent reported decreased output. Lumber
production was estimated to be about 5 percent higher
in 2014 than 2013. Several log home manufacturers also
indicated increased orders and production. Production levels
o f panel products (plywood, particleboard, and mediumdensity fiberboard) were estimated to be down from 2013,
with the June fire at the Plum Creek medium-density
fiberboard plant, upgrades at the Missoula’s Roseburg
particleboard plant, and tight supplies o f veneer logs.
Although increases in new home construction have been
rather slow, there has been positive growth for several years,
which has been benefiting Montana’s wood products industry.
6
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Housing
Sue Larew and Paul Olson

Q Since the 2009 lows in volume of houses sold, each
of Montana’s seven major markets has experienced a
moderate rebound. What is the reason for the slow recovery
in the housing market?
Sue Larew: First-time homebuyers have definitely become
the cornerstone of the housing market. If they’re not
purchasing, it’s not allowing people to trade up or to get
in to bigger houses. The first-time homebuyer is having
difficulty with meeting mortgage underwriting standards
under the new regulations and down payment requirements.
They also have mounting student debt. In fact, back in the
heyday of 2008 we had many programs that required a
zero down payment —there are hardly any now. So there’s
a change in demographics the median age o f a homebuyer.
In 2001, it was 36. Now in 2014, it’s 44. The American
generation o f young professionals aren’t buying homes the

2 0 1 5

those source rocks. The success of the Bakken play in North
Dakota and the eastern part of our state is a direct result of
these advances.

way their parents did. The M illennial entered adulthood
during the Great Recession and recovery, so they don’t know
anything different than a slowing real estate market. It’s not
as appealing for them to go out and purchase homes as an
investment. There’s a gap in what people believe: 75 percent
of the people believe that it’s an important goal to own a
home, but only 65 percent own right now. So what’s getting
in the way? Saving up for a down payment, credit card debt,
and student loan debt have increased massively. As a result o f
all this, the multigenerational household is alive and well. It’s
really interesting —the idea that after college kids go out and
buy a home and get a job is changing. The trend has doubled
since 1980, where people after college go back home to live
with their parents and save, pay off their debt, so on.

What are some of the benefits and challenges of the oil
boom?

Q

Bill Whitsitt: Montana is clearly seeing benefits and some
challenges from oil development. Economic activity
in Eastern Montana related to the Bakken has arrested
population declines in some counties, has provided new jobs,
and has increased wage rates in even the traditionally lowestpaid labor categories. Challenges o f the Bakken boom are also
clear. Housing availability and costs, police and other service
demands, and road maintenance are examples. It takes a
while to address effects in particular counties or communities
and might call for new thinking with respect to planning,
cooperation, and voluntary action among companies and
officials who may be able to provide resources to address
interim needs. Companies need to continue to make sure
their operating practices are meeting the highest standards,
and the state must continue to make sure that its regulatory
and enforcement programs are leading edge.

Of Montana’s seven major markets, which ones are
experiencing the largest increase in residential
home sales?

Q

Paul Olson: The Helena Association o f Realtors reported the
largest residential home sales increase o f 16.6 percent, and the
Northwest Association in Kalispell followed a close second,
with a 14.2 percent increase. Yellowstone County had almost
2,000 units started, thanks to a big increase in new multi
unit dwellings started last year. Gallatin County’s 1,409 units
started in 2013 were second highest in the state, with a larger
proportion o f single-family homes. There is also considerable
building activity in oil-dominated counties such as Richland
and Roosevelt counties in the east, but the changing oil prices
may lead to a slowdown.

Q

Energy
Bill Whitsitt and Terry Johnson

Q

Over the past few years, a revolution has taken place in
the way we produce, market, and think about energy of all
forms. What is at the core of this revolution?
Bill Whitsitt: The technology development and innovation
in the energy industry have been astounding. Advances in
high-tech geoscience have led to the ability to better “see”
underground strata with seismic data, to assess the likelihood
of finding hydrocarbons in identified geologic formations,
and through nanoscience, understand how oil and gas move
through the pores o f “tight” source rocks more dense than
concrete. It is these source rocks in which oil and gas had
been created over hundreds o f millions o f years, migrating
to geologic “traps” that became the target o f oil and gas
explorers. But the early 2000’s wedding o f two well-known
technologies —horizontal drilling and hydraulic fracturing —
allowed economic production for the first time directly from

Oil prices have declined dramatically since last fall. What
is the short-term outlook for the energy industry?

Terry Johnson: High oil prices have been the catalyst for
such game-changing investments as horizontal drilling and
hydraulic fracturing. These innovations are not going away,
but the pace of investment is going to change abruptly in
2015 unless price declines are reversed in a hurry. W ith
current prices, producers will be reluctant to invest, especially
in Montana where the return potential is lower compared
to other states. Reduced investments will cause production
declines especially in the second half o f the year. Total value of
production will be below last year’s amount. The industry in
Montana will be stable at best.

Q

What are some of the other important energy
developments in Montana?

Terry Johnson: The coal industry is facing some very difficult
times ahead. Slower world economic growth, combined
with significant U.S. environmental issues, does not paint a
bright picture for the industry. Unless the industry can find
creative ways to tap into a larger export market, the industry
in Montana will experience a decline. W ind is somewhat of
a bright spot for Montana, with 12 wind generating facilities
currently operating in the state. Environmental concerns over
the use of fossil fuels, federal production tax credit incentives,
and reduced costs associated with wind turbines have all
contributed to enhanced wind production. □
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Meet the Experts
Patrick M. Barkey is the director o f the Bureau of
Business and Economic Research. He has been involved
with economic forecasting for more than 25 years, both
in the private and public sector. He previously served as
director of the Bureau o f Business Research at Ball State
University in Indiana for 14 years, overseeing and
participating in a wide variety o f projects in labor market research and
state and regional economic policy issues. He attended University of
Michigan, receiving a B.A. (1979) and Ph.D. (1986) in economics.
patrick.barkey@business.umt.edu
George H aynes is a professor and extension specialist
in the Department o f Agricultural Economics and
Economics at Montana State University. He holds a B.S.
from University o f Montana, an M.S. from Montana
State University, and a Ph.D. from Cornell University.
As a faculty member in the Department o f Health and
Human Development at MSU from 1994 to 2006, Professor Haynes
has taught courses ranging from research methods to small business
management. He joined the faculty in the Department o f Agricultural
Economics and Economics at MSU in 2006.
ghaynes@montana.edu
Terry Johnson served the state o f Montana for more
than 39 years as an economist, statistician, and most
recently as principal financial analyst for the Montana
Legislature. Johnson earned a B.S. in mathematics from
Montana State University and developed expertise in
economic analysis and government finance. In July
2004, he became the first Montanan to receive a national award from the
National Council o f State Legislatures in recognition o f his achievements
in revenue forecasting, state fiscal, and tax policy analysis.
terry.johnson@business.umt.edu
Sue Larew is a vice president for First Interstate Bank
responsible for consumer lending, marketing, public
relations, and community outreach. Prior to this, Larew
was a senior vice president, consumer executive at
Bank o f America responsible for sales, operations, and
administrative management for 73 banks, working with
consumer and small business customers. She has her undergraduate
degree at the University o f Colorado and her MBA from the University
o f Miami. She currently serves on the board o f directors at the
University o f Montana Bureau o f Business and Economic Research.
Sue.Larew@fib.com
Todd A. M organ is the Bureau’s director o f Forest
Industry Research and is a certified forester. He oversees
and conducts research related to timber harvesting,
logging utilization, and primary wood products
manufacturing throughout the western United States. He
also is active in the Missoula and national chapters o f the
Society o f American Foresters. Morgan earned a B.A. in philosophy and
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a B.S. in forest science at Pennsylvania State University before completing
an M.S. in forestry at University o f Montana.
todd.morgan@business.umt.edu
N o rm a P. N ickerson has served as director of
the Institute for Tourism and Recreation Research
in the College o f Forestry and Conservation at the
University o f Montana since 1995. ITRR works with
the Governor’s Tourism Advisory Council on travel and
tourism-related research.
norma.nickerson@umontana.edu
Paul O lson was raised on a farm in North Dakota,
attended North Dakota State University, where he
received B.A. in Economics. Olson earned his MBA from
the University o f Minnesota, Moorhead. He has held
several leadership positions in banking since 1979 located
in the Midwest and Arizona. Currently he leads the
residential mortgage group at First Interstate Bank based out o f Billings
with offices located in Montana, Wyoming, and South Dakota.
Paul.01son@fib.com
Paul E . Polzin is the former BBER director. Professor
Polzin has studied the Montana economy extensively
over the past 40 years. In addition to developing
economic projections for the future, he conducts
research on various long- and short-term economic
trends in Montana. He grew up in Detroit, Michigan,
and attended University o f Michigan and Michigan State University. He
was granted a Ph.D. in economics from Michigan State University in 1968.
paul.polzin@business.umt.edu
Bill W hitsitt is executive in residence at the Bureau of
Business and Economic Research. He joined BBER
following his retirement as an executive vice president at
Devon Energy Corporation in 2013 when he returned
to Montana. Whitsitt’s energy-related career included
positions in government, public affairs, and worldwide
oil and gas marketing His academic career includes having attended the
College o f Great Falls, American University, Columbia University, and
The George Washington University where he earned a Ph.D. in public
administration. He is a trustee o f the Greater Montana Foundation.
bilLwhitsitt@business.umt.edu
I Bryce Ward is associate director/director o f Health
I Care Research at the Bureau o f Business and Economic
I Research. Previously, he spent eight years as a senior
I economist at ECONorthwest, a Portland, Oregon-based
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I
I degree in economics and history from the University of
Oregon and a Ph.D. in economics from Harvard University.
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U.S. Economic Outlook
The U.S. Economy Shines on the Global Stage
by Patrick M . Barkey

uring the late 1980s the high-flying Japanese were
buying so many American companies and choice
pieces o f real estate that we wondered if they’d
eventually own everything. And when the housing bubble
first burst in 2007, the Germans were feeling smug because
they were sure their stolid banking system would never permit
anything like the meltdown happening here.

and a continuation of very aggressive central bank policies
will help Japan eke out growth despite extraordinarily
fragile consumer spending.

D

4.

5. The other important emerging economies will have a
more mixed performance, with Russia and Brazil likely to
see continued declines while others areas such as eastern
Europe and Latin America grow faster than last year.

But in 2015 those countries and many others will be
looking with envy at the American economy. Because as
things are shaping up, we may be the only growth game in
town. U.S. job growth trends are accelerating, and even if
quarterly growth ebbs and flows, it looks like the national
economy is moving into a higher gear.
That will mark quite a change —in economic policy as well
as economic performance. We can expect to see interest rates
finally start moving up while unemployment rates continue
to come down. Even if growth isn’t perfectly balanced and
income inequality tilts the table a bit more than we’d like,
a self-reinforcing cycle o f income growth and consumer
spending is starting to emerge.
Here are the top 10 predictions for the U.S. and global
economies, courtesy o f forecasting firm IHS.
1.

Chinese growth will continue to cool in 2015, although its
growth will still pace most of the developing world, thanks
to another round of banking stimulus.

6.

Commodity prices will continue to fall due to weak global
demand and supply growth.

7.

Inflation will remain a non-issue, with deflation rising as a
threat, especially in Europe.

8.

Central banks in the U.S., Canada, and the United
Kingdom will begin to raise rates, perhaps more slowly
than in other recovery cycles. Chinese, European, and
Japanese central banks may go the other direction and
attempt more stimulus.

9.

The U.S. dollar is expected to strengthen against most
currencies in response to divergent growth rates.

10. Risks to the forecast are more balanced, with the prospect
of much lower oil prices given greater weight. □

U.S. growth will solidify in the 2.5 percent to 3 percent
range, driven notably by steady increases in domestic
consumer spending —which accounts for 70 percent of
GDP.

Patrick M . Barkey is the director o f the Bureau o f Business and

Economic Research.
2. The Eurozone countries will
Table 1
continue to experience very sluggish
Actual and Forecasted Values for Key U.S. Economic Variables
growth in the 0.8 percent to
2014 2014 2015 2015
2013 2014 2015
1.2 percent range, with elevated
Q3
Q4
Q2
Q1
unemployment rates and concern
Real GDP
2.2
5.0
2.6
3.1
2.5
2.4
3.1
over price deflation. Growth will be (Percent Change)
0.09
0.10
0.14
0.28
0.44
0.11
0.09
supported by lower oil prices as well Federal Funds Rate (Percent)
2.50
2.28
2.33
2.57
2.35
2.54
2.68
Ten-YearTreasury Yield (Percent)
as a weaker Euro. The big exception
Brent Crude Oil Price (Dollars/
103.7 78.03
60.0
59.0 ! 108.7
99.9
63.9
is the United Kingdom, which
Barrel)
should see growth rates in the same Consumer Price Index
-1.2
1.4 i
1.5
1.1
-3.0
1.6
0.1
(Percent Change
range as U.S. growth.
Year- to-Year)

3. The Japanese economy will push
back into the positive growth
range after experiencing its fourth
recession during the last six years at
the end o f 2014. Lower oil prices

Housing Starts
(Millions)
Consumer Sentiment
(Univ. of Michigan)
Unemployment Rate (Percent)

1.030

1.037

1.085

1.149

83.0

89.8

90.5

91.0 i

6.1

5.8

5.7

5.6

2016

2017

2.7

2.7

1.56

3.33

3.59

4.21

75.0

84.0

2.3

2.4

0.930

0.994

1.163

1.349

1.497

79.2

84.1

91.2

90.5

89.3

7.4

6.2

5.5

5.3

5.2

* Forecasts as of Jan. 2015.
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Total Population, 2014
Percent Change in Population, 2010-2014
Median Age, 2013

1,023,000
3.4%
39.9

Percent 65 or Older, 2013

15.3%

Percent of Population with Bachelor’s
Degree or Higher, 2013

28.7%

Median Household Income, 2013

46,230

Percent of Population without Health
Insurance Coverage, 2013

17.4%

Unemployment Rate, November 2014

4.2%

Lived in a Different House in 2013

16.0%

Sources: American Community Survey, U.S. Census
Bureau; Research and Analysis Bureau, Montana
Department of Labor and Industry.

Montana Economic Outlook
More Balanced, But Slower Growth Ahead
by Patrick M . Barkey
or the past five years, we’ve witnessed something of
an economic miracle in the eastern third o f our state.
Even more so in the western third o f N orth Dakota.
Towns and communities that were once depopulating
and shrinking to the point where their schools and basic
institutions were threatened have come roaring back, thanks
to the Bakken oil boom. And for the first time in living
memory, the rural portions o f M ontana —particularly in the
east —were growing faster collectively than any o f the urban
areas.

That was beginning to change even before the crude oil
price swoon hit global markets in the fall of 2014. Cost
control in the Bakken was already bringing down oil activity
measures such as counts o f drilling rigs, while the drivers of
growth in the more populous western parts o f the state were
getting healthier. Taken together, these forces were already
bringing growth rates around the state into closer balance.

F

The sudden tumble in crude oil prices that began in
earnest last September kicks this process into high gear.
Lower energy costs can breathe life into consumer spending
and confidence, while they are certain to curtail exploration
and development. It all adds up to a short-term oudook for
the M ontana economy that has more balanced, but possibly
slower, economic growth.

Figure 1
Growth in Montana Real Wages and Salaries,
FY2006-2014, Millions of Real Dollars

Montana’s Recent Economic Performance
The pattern and the strength of economic growth
continued to evolve in M ontana in 2014. The data that
are available on wages and salaries paid to workers show an
increase of $287.5 million in fiscal year 2014 on an inflationcorrected basis, compared to the previous fiscal year. Thanks
mainly to a slowdown in some of the oil-related construction
and capital spending, wage growth has slowed substantially,
as shown in Figure 1. The most recent data put current wage
growth at about 40 percent o f the peak growth the state
economy experienced before the recession began.
Source: U.S. Bureau of Labor Statistics and Bureau of Economic Analysis.

Figure 2
Growth in Real Wages and Salaries, FY 2014,
Millions of Real Dollars

Figure 3
Commodity Price Indices
2010-2014 (2005=100)

Source: International Monetary Fund.

Source: U.S. Bureau of Labor Statistics and Bureau of Economic Analysis.
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The distribution o f growth across industries has changed
as well. Two years ago, substantial growth in construction
and mining industries helped offset sluggish or even negative
growth in other industries. Economic growth in M ontana is
now much more widespread across the major industries, with
health care, professional business services, and retail trade
posting the biggest gains in inflation-corrected wages. A more
durable trend has been the continued decline in government
payrolls, which contracted for the fourth consecutive year.
The data do not yet reflect the steep declines in oil prices,
which are still occurring as these words are written. But even
at the years mid-point, when benchmark crude oil prices
were at or near $ 100 per barrel, a slowdown in M ontana and
N orth Dakotas energy boom in 2014 was apparent. M ining
earnings, which include oil production workers, were lower
in fiscal year 2014 than the previous year, and thanks to the
completion o f the large projects at the Billings refineries in
2013, construction payrolls in Billings were down by $37
million last year as well.

Rethinking Montana’s Economic Drivers
By a fairly large margin, the Gallatin County economy
was the best performer across the state in 2014 (Figure 2).
Its increase o f $104.3 million in inflation-corrected wages
and salaries in fiscal year 2014 accounted for almost 33
percent o f growth in the entire state. M uch o f that growth
came from sources well documented in previous BBER
forecasts —manufacturing, M ontana State University, as well
as nonresident spending. But the evolving technology and
information-related industry growth in Bozeman calls into
question whether existing industry definitions adequately
capture growth drivers in Bozeman and elsewhere.

The economy always presents challenges to our methods
o f keeping score. Companies such as Oracle, Edulog, or
M ontana Molecular, not to mention the hundreds of smaller
knowledge-based and other consulting firms, stretch the
limits o f current industry classifications. Their growth is
certainly reflected in our bottom-line data, but the diverse
sources of that growth can be missed with current forecasting
tools. Certainly the innovation and technology economy has
been thriving in the national economy, and we want to be
sure to capture its importance across our state.

The Blueprint for Growth in 2015
M ontanas economy begins the second half o f the decade
with im portant pieces o f the economy facing different
prospects. Dominating the headlines is the uncertainty
ahead for the oil industry, with the deep plunge in oil prices
certain to cause the slowdown or cancellation o f drilling and
exploration activity (Figure 3). Less noticed have been some
im portant changes in other key economic drivers for our
state. These include:
• Federal governm ent spending. The short-lived period
o f federal government spending discipline and deficit
reduction appears to be coming to an end. We look for
stable or growing federal spending, ending a period of
decline.
• N onresident spending. Even before the decline in retail
gasoline prices, evidence o f gains in M ontanas tourist
industries was plentiful. W ith the national economy
beginning a mutually reinforcing cycle o f job growth
and spending growth, the prospects o f continued gains
in spending by domestic visitors continue to improve.
• M etal m ining. The commodity boom is over and most

Figure 4
Actual and Projected Change in Nonfarm Earnings,
Montana, 2002-2014

Sources: Bureau o f Business and Economic Research, University of Montana;
Bureau o f Economic Analysis, U.S. Department o f Commerce.
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metals prices have been in retreat over the last three
years. Thus far those declines have been measured and
orderly, and some new projects in Montana remain
under active consideration. But the sector is unlikely to
contribute to growth in 2015.

price decline. And unlike that episode, when rapid growth in
energy demand from emerging economies quickly sent prices
back upward, no quick recovery from the current price plunge
is foreseen. We may wait a few years to see crude oil prices top
$100 per barrel again.

• Agriculture. M ontanas farmers and ranchers continue
to do business in an outstandingly favorable price
environment. We expect that environment to deteriorate
as supply adjustments take place and a slowdown in the
growth o f global demand.

That certainly challenges Bakken oil producers, especially
at a time when many were already cutting back new spending
to concentrate on debt service. It will also challenge state
government, which has become accustomed to the revenues
based on the value o f oil shipments. The new forecast calls
for a sizable decline in investment and drilling activity over
the next two years. O n the other hand, what some are calling
the “gasoline price rebate” promises to boost both consumer
confidence and spending, and could give the U.S. economy
the extra push to support a sustained period o f stronger
growth.

The prospects for growth in M ontanas manufacturing
industries are harder to specify. Certainly M ontanas surviving
wood products manufacturers have greatly benefited from
the home building industry’s revival from its near-death
experience o f the last recession. But the disappointing pace
of that revival, as well as the continuing issue o f timber
availability, has limited those gains. M ontanas other
manufacturers have enjoyed some success, with tech-related
products faring best and defense-related activities the worst.

A Different Kind of Outlook
But by far the biggest change to the 2015 oudook comes
from the seismic shift underway in oil prices. N ot since the
onset of the recession o f 2008-09 has there been as swift o f a

In Montana, this translates into a projection that is
more regionally balanced. Western Montanas urban areas,
particularly Bozeman, will pace statewide growth in 2015. But
with booming oil development putting on the brakes, overall
statewide growth will be slower than we forecast last year. Q

Patrick M . Barkey is the director o f the Bureau o f Business a n d
Economic Research.

Figure 5
Earnings in Basic Industries, Montana, 2012-2014,
Percent of Total

Figure 6
Actual and Projected Change in Nonfarm Earnings,
Montana, 2011-2018

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department of Commerce.

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department of Commerce.
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Silver Bow-Deer Lodge Economy
Serving Southwestern Montana
by P aul E. Polzin

utte-Anaconda serves as a
regional center for Southwestern
Montana. Almost a quarter of
its economic base is derived from trade
center activities. They include people
coming to town for retail shopping and
obtaining health care services. There
are also several professional service and
management firms serving clients in
surrounding rural areas.

B

1 Butte-Silver Bow County Profile
Total Population, 2014

34,700

Percent Change in Population, 2010-2014

1.3%

Median Age, 2013

41.6

Percent 65 or Older, 2013

16.3%

Percent of Population with Bachelor’s
Degree or Higher, 2013

22.2%

Median Household Income, 2013

welcome jobs in rural areas and small
towns. These include:
• M ontana Tech in Butte (500
jobs);
• Warm Springs State Hospital
near Anaconda (500 jobs);
• M ontana State Prison in Deer
Lodge (700 jobs);

38,659

Percent of Population without Health
Insurance Coverage, 2013

16.4%

Unemployment Rate, November 2014

4.7%

• University o f M ontana —Western
in Dillon (260 jobs); and,

Lived in a Different House in 2013
19.2%
Mining continues as a major industry
• M ontana Developmental Center
throughout Southwestern M ontana. The
Sources: American Community Survey, U.S. Census
in Boulder (290 jobs).
Bureau; Research and Analysis Bureau, Montana
Montana Resources mine accounts for
Department o f Labor and Industry.
The forecasts call for 2.2 percent to
more than a quarter the economic base
2.5 percent overall growth in the five
in Butte-Anaconda. The Golden Sunlight mine is located
counties o f Southwestern Montana.
near Whitehall. A talc mine is near Dillon. Finally, a number
This projection may be too optimistic if commodity prices
of small- and medium-size gold and nonmetallic mines are
continue downward and one or more of the mines in the area
scattered throughout Madison County.
are impacted. Q
Southwestern M ontana was the most economically
developed area when M ontana became a state, and many o f
P aul E. Polzin is the director em eritus a t the Bureau o f
the state government facilities are located there. There are
Business a n d Economic Research.
many colorful (and perhaps apocryphal) stories about how the
locations were chosen. Even so, these state facilities provide

Figure 1
Growth in Real Wage Disbursements,
FY2013-2014

Source: Quarterly Census of Employment and Wages.

Figure 2
Earnings in Basic Industries, Silver
Bow-Deer Lodge Counties,
2012-2014
Percent of Total

Figure 3
Actual and Projected Change in
Nonfarm Earnings, Silver Bow-Deer
Lodge Counties, 2011-2018

Sources: Bureau of Business and Economic
Research, University of Montana; Bureau of
Economic Analysis, U.S. Department o f Commerce.

Sources: Bureau of Business and Economic
Research, University of Montana; Bureau of
Economic Analysis, U.S. Department of Commerce.
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Cascade County
Good News Verified in Latest Preliminary Data
by P aul E. P olzin

workers. A rough back-of-the-envelope
calculation suggests that average annual
82,300
wages
are about $35,000 per year.
1.2%
Detailed
data is not available yet, but
38.8
these figures correspond almost exactly
15.9%
to the announced plans o f ADF and
24.6%
Loehnbro. ADF is a Canadian company
44,963
producing oil production modules for
14.4%
customers in the oil sands of Alberta,
Unemployment Rate, November 2014
3.8%
and Loehnbro is a pipe-welding
First, the historic data released by
Lived
in
a
Different
House
in
2013
17.3%
company serving the Bakken oil fields
the U.S. Bureau o f Economic Analysis.
on the M ontana/N orth Dakota line. In
Sources: American Community Survey, U.S. Census
These figures show that the Great Falls’
Bureau; Research and Analysis Bureau, Montana
addition, BE Aerospace, a manufacturer
area economy was relatively unaffected
Department of Labor and Industry.
of aircraft passenger cabin interior
by the Great Recession, mosdy due to its
products with a location in Great Falls,
dependence on the noncyclical military at
continues
to
add
employees.
Malmstrom Air Force Base. From 2011 to 2013 the economy
The forecast calls for about 2.2 percent average growth
was roughly stable, mosdy due to a very slow recovery in
construction and consolidations in the banking and finance
from 2015 to 2018. This is faster than the last five to seven
industry.
years, but Cascade County is projected to grow slightly
below the statewide average. The headwinds associated with
The U.S. Bureau o f Labor Statistics publishes another
dependence on the federal government continue to be the
data series that is more current and quarterly, rather than
primary cause. □
annual, but is not as detailed as the Bureau o f Economic

ascade C ounty is a classic
1Cascade CountyProfile
example o f why historic data,
Total Population, 2014
however accurate, may not be
Percent Change in Population, 2010-2014
a reliable indicator o f what is happening
Median Age, 2013
now. Specifically, the latest annual data
Percent 65 or Older, 2013
released by the U.S. Bureau o f Economic Percent of Population with Bachelor’s
Degree or Higher, 2013
Analysis do not reflect the new indirect
Median Household Income, 2013
energy-related manufacturing activity
Percent of Population without Health
Insurance Coverage, 2013
that only started to show up late in 2013.

C

Analysis’s figures. Beginning in the third quarter o f 2013
and continuing through the second quarter o f 2014, total
manufacturing employment increased by about 100 to 200

P aul E. P olzin is the director em eritus a t the Bureau o f

Figure 1
Earnings in Basic Industries, Cascade County,
2012-2014, Percent of Total

Figure 2
Actual and Projected Change in Nonfarm Earnings,
C ascade County, 2011-2018

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department of Commerce.

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department o f Commerce.
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Custer County
Next Door to a Boom
by P aul E. Polzin
f Rip Van Winkle were an economist, 1 Custer County Profile
he would marvel at the changes in
Total Population, 2014
the Custer County economy since
Percent Change in Population, 2010-2014
he went to sleep for 20 years. W hat
Median Age, 2013
was once a regional center for state and
Percent 65 or Older, 2013
Percent of Population with Bachelor's
federal agencies and businesses serving
Degree or Higher, 2013
area farms and ranches has now evolved
Median Household Income, 2013
into a trade and finance center and,
Percent of Population without Health
Insurance Coverage, 2013
most recently, home to firms serving the
Unemployment Rate, November 2014
Bakken oil fields.

I

12,100
3.3%
41.4
17.8%
19.7%
43,524
15.2%
3.3%

County. Technically, these companies
are classified in the oil and gas industry.
In fact, the energy services industry has
become the largest component of Custer
County’s economic base.
The impact of growth in finance
and energy services is reflected in the
economic data. Both of these industries
have above average pay. Average wages
and salaries per worker in Custer
County have risen from roughly 89
percent of the statewide average to
about 96 percent in the last decade.

Lived in a Different House in 2013
19.1%
Over the past decade, Miles City
has evolved into a trade and health care
Sources: American Community Survey, U.S. Census
center, with merchants and professionals Bureau; Research and Analysis Bureau, Montana
Department of Labor and Industry.
serving people from throughout Eastern
The current plummeting of oil prices
Montana as well as eliminating trips
is reverberating throughout the energy industry. Forecasting
to Billings or elsewhere to obtain goods and services not
a relatively small economy like Custer County’s is fraught
available locally. A drive down South Haynes Avenue quickly
with uncertainty because they depend not only on worldwide
reveals that this growth in not just “big box” stores.
trends but also the specific actions of one or two local firms.

Mechanically applying our forecasting model yields growth
in the 2 percent to 3 percent range from 2015 to 2018, down
from the 6 percent to 10 percent increases in the recent past.
Most of the uncertainties are on the downside and these
figures could be too high if extremely low oil prices persist for
a long period. Q

The financial sector o f Custer County’s economy has
grown as a local bank is successfully managing an aggressive
statewide expansion. Their remodeled facility has brought
new vitality to downtown Miles City.
Most recently, the Custer County economy has been
the indirect beneficiary o f the Bakken oil boom, hundreds
of miles to the east on the M ontana-North Dakota border.
The lack o f nearby housing has led workers to commute
from Miles City and other communities. In addition, firms
serving the oil and gas industry have located to Custer

P aul E. Polzin is the director em eritus a t the Bureau o f
Business a n d Economic Research.

Figure 1
Earnings in Basic Industries,
Custer County, 2012-2014, Percent of Total

Sources: Bureau of Business and Economic
Research, University of Montana; Bureau of
Economic Analysis, U.S. Department of Commerce.

M

o n t a n a

B

u s in e s s

Q

u a r te r ly

/S

p r in g

2D 15

17

Flathead County
Good News in the Latest Data
by P aul E. P olzin

H "the most recent federal data
report accelerating growth
J L in the Flathead economy.
After a crippling decline during the
Great Recession, the Flathead County
economy posted an increase o f 2.4
percent in 2011, about 3 percent in
r

2012, and a stunning 4.2 percent in
2013. The most recent figures suggest
this rapid growth may have moderated
in 2014.
The construction industry looks like
it is on the mend. The Great Recession
was particularly hard on Flathead
construction, with its heavy reliance

1 Flathead County Profile
Total Population, 2014

94,900

Percent Change in Population, 2010-2014

4.3%

Median Age, 2013

41.7

Percent 65 or Older, 2013

15.0%

Percent of Population with Bachelor’s
Degree or Higher, 2013

28.4%

Median Household Income, 2013

46,581

Percent of Population without Health
Insurance Coverage, 2013

19.7%

Unemployment Rate, November 2014

5.8%

Lived in a Different House in 2013

9.8%

Sources: American Community Survey, U.S. Census
Bureau; Research and Analysis Bureau, Montana
Department o f Labor and Industry.

economy grows, but it is nowhere near
its levels o f a decade ago. And there is a
new industry on the block: small arms
and ammunition manufacturing. It has
added almost 300 workers during the
last three years.
Kalispell continues to evolve into
a regional center. There has been
significant growth in financial activities
and other business services which serve
the entire region. Health care continues
strong. There is some evidence that
Canadians are crossing the border for
elective procedures.

Nonresident travel is now the largest basic industry in the
Flathead economy, although there are three or four other
industries that are close behind.

on second home and recreational building. But it posted
two solid years o f growth in 2012 and 2013, and the 2013
figure was double digits. It is especially noteworthy that
Flathead County is one o f the very few areas in the state
where building construction has led the way. In addition, the
num ber o f hom e sales (but not prices) is approaching prerecession levels.

The forecasts are for growth to average about 3 percent
per year from 2015 to 2018. These projections incorporate
continued growth in nonresident travel, the wood products
industry, and the armaments industry. In addition,
construction is expected to continue its recovery. □

M anufacturing is strong. The high-tech sector suffered
only a slight hiccup during the recession year 2008. The
wood products industry is slowly recovering as the U. S.

P aul E. P olzin is the director em eritus a t the Bureau o f
Business a n d Economic Research.

Figure 1
Earnings in Basic Industries, Flathead County,
2012-2014, Percent of Total

Figure 2
Actual and Projected Change in Nonfarm Earnings,
Flathead County, 2011-2018

Sources: Bureau of Business and Economic Research, University of
Montana; Bureau of Economic Analysis, U.S. Department of Commerce.

Sources: Bureau of Business and Economic Research, University of
Montana; Bureau of Economic Analysis, U.S. Department of Commerce.
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Gallatin County
Montana’s Economic Growth Leader
by P aul E. Polzin

Over the longer run, positive trends
he Gallatin County economy
1 Gallatin County Profile
in
Gallatin
County’s high-tech sector
has been on an economic roller
Total Population, 2014
97,200
and
the
transition
of Bozeman into a
coaster since the onset o f the
Percent Change in Population, 2010-2014
8.6%
regional trade and service center suggest
Great Recession in 2008. The Bozeman- Median Age, 2013
32.8
continued growth. The high-tech sector
area economy experienced a significant
9.9%
Percent 65 or Older, 2013
includes both manufacturing and
Percent of Population with Bachelor’s
contraction early in the recession. But
46.0%
Degree or Higher, 2013
software.
RightNow Technologies was
the economy began to turn around in
52,833
Median Household Income, 2013
classified in professional services.
2010 and has continued upward ever
Percent of Population without Health
13.8%
Insurance Coverage, 2013
since. In fact, Gallatin County is one of
Montana State University continues
3.7%
Unemployment Rate, November 2014
only two major urban areas in the state
as the largest component of Gallatin
24.3%
(the other being Yellowstone County) to Lived in a Different House in 2013
County’s economic base, accounting for
significandy exceed the statewide growth Sources: American Community Survey, U.S. Census
about 30 percent o f the total. The long
Bureau; Research and Analysis Bureau, Montana
rates during the recovery phase o f this
term growth in enrollment at MSU
Department of Labor and Industry.
business cycle.
suggests there are probably additional
positive influences on the local economy that are not reflected
The favorable growth trends in Gallatin County can be
in the earnings data. The RightNow sale distorts the recent
attributed to both short-run and long-run factors. The shortgrowth rate trends.
run economic boosts to the economy include:

T

Gallatin County is projected to grow 5 percent per year or
greater from 2015 to 2018, the fastest of all the urban areas
in the state. This optimistic forecast incorporates continued
expansion of the high-tech sector (both manufacturing and
software), growth in nonresident travel, and a significant
revival in construction. Q

• A robust recovery in the construction industry. There
was double-digit growth in all sectors o f construction
during 2013, following significant growth in 2012.
Detailed data are not yet available, but the Big Sky area
may account for much o f these increases.
• The hard hit nonresident travel industry also had strong
years in 2012 and 2013.

P aul E. Polzin is the director emeritus a t the Bureau o f

• The sale o f RightNow Technologies to Oracle created
a one-time boost because the U.S. Bureau o f Labor
Statistics counted the stock options o f employees as
wages and salaries in 2011 and 2012.

Business a n d Economic Research.

Figure 2
Actual and Projected Change in Nonfarm Earnings,
Gallatin County, 2011-2018

Figure 1

Earnings in Basic Industries, Gallatin County,
2012-2014, Percent of Total

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department of Commerce.

Sources: Bureau of Business and Economic Research, University of
Montana; Bureau of Economic Analysis, U.S. Department of Commerce.
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Lewis and Clark County Outlook
A New Source of Growth
by P aul E. Polzin

T!

fhe Helena economy has
traditionally been non-cyclic
because o f its dependence of
state and federal government. The data
corresponding to the Great Recession
certainly confirm this notion. Lewis and
Clark County was one o f the very few
urban areas in M ontana which did not
have at least one year o f decline during
the last decade.

1 Lewis & Clark County Profile
65,800

Total Population, 2014
Percent Change in Population, 2010-2014

3.8%
40.8

Median Age, 2013
Percent 65 or Older, 2013

14.3%

Percent of Population with Bachelor’s
Degree or Higher, 2013

37.5%

Median Household Income, 2013
Percent of Population without Health
Insurance Coverage, 2013
Unemployment Rate, November 2014

56,243
10.5%
3.3%

manufacturing. Beginning in 2010,
there has been significant growth,
and this industry is now three times
larger than just a few years ago. O n the
negative side, mining is facing a difficult
future because of worldwide commodity
price trends. The Drumlummon mine
near Marysville mine laid-off most of
its workers in mid-2013 due to the
dropping price of gold.

16.0%

Lived in a Different House in 2013
The Helena-area economy
This stability is illustrated by the data
Sources:
American
Community
Survey,
U.S.
Census
experienced
slow growth in 2013 and
for state government and the federal
Bureau; Research and Analysis Bureau, Montana
2014.
The forecasts are that growth
government, the No. 1 and No. 2 basic
Department o f Labor and Industry.
will be about 1.8 percent to 2.3 percent
industries. O ur indicator o f industry
per year from 2015 to 2018, which is below
performance (inflation-adjusted earnings of
the statewide average. Since state and federal
workers) for state government in 2013 was
“T h e re a l
b rig h t s p o t in
governments account for almost 70 percent
almost identical (within 0. 5 percent) to its value
th e L ew is a n d C lark
o f Lewis and Clark County’s economic
in 2008. Similarly, the corresponding value
C o u n ty e c o n o m y h a s
base, the reason for the slow growth is not
for the federal government in 2013 was only 1
b e e n th e e x p a n sio n o f
th e B oein g C om pany,
hard to find. □
percent lower than in 2008.

w h ich is lo c a te d n e a r
th e airport.**

The real bright spot in the Lewis and Clark
County economy has been the expansion o f
the Boeing Company, which is located near the
airport. Technically, this facility is categorized
in “O ther Transportation Equipment,” which is part of

P aul E. P olzin is the director em eritus a t the Bureau
o f Business a n d Economic Research.

Figure 1
Earnings in Basic Industries, Lewis & Clark County,
2012-2014, Percent of Total

Figure 2
Actual and Projected Change In Nonfarm Earnings,
Lewis & Clark County, 2012-2018

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department o f Commerce.
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Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department o f Commerce.
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Missoula County
Slowly Clawing Upward
by P aul E. Polzin

conomic growth in Missoula’s
1Missoula CountyProfile
economy has been frustratingly
Total Population, 2014
slow. After three straight years
Percent Change in Population, 2010-2014
of decline during the Great Recession,
Median Age, 2013
the Missoula economy turned upward
Percent 65 or Older, 2013
in 2011. But the growth rates have
Percent of Population with Bachelor's
Degree or Higher, 2013
been have been anemic. The Missoula
Median Household Income, 2013
economy expanded about 1.5 percent
Percent of Population without Health
per year in 2012 and 2013, as compared
Insurance Coverage, 2013
to 3 percent to 4 percent annual growth
Unemployment Rate, November 2014
Lived in a Different House in 2013
before the recession.

E

There are three main reasons for the
slow growth:

112,600
3.0%
34.3
12.0%
39.1%
46,117
17.2%
3.7%
21.4%

Sources: American Community Survey, U.S. Census
Bureau; Research and Analysis Bureau, Montana
Department o f Labor and Industry.

may be less likely to drive to Missoula
and shop. Missoula continues to attract
professional and business service firms
that serve the region.
The Missoula Economic Partnership
reported that it created about 750 new
jobs during the last three years in basic
industries such as computer-based
technologies, manufacturing, and health
services. Recent economic trends may
have been even less favorable without
these jobs.

The forecasts call for 2.4 percent
to 2.7 percent growth from 2015 to
2018. This is a significant improvement
from the past performance. There are retail additions on
Missoula’s south side, which should improve the city’s role
as a trade center. Continued growth as a regional center for
professional services and further manufacturing jobs are likely
2.
The wood and paper products industry is much smaller. to materialize. The most important factor is recovery in the
construction industry. There are a sizable number o f public
As recently as 2006, the wood and paper products industry
and commercial projects slated. But there also needs to be
accounted for about 13 percent o f Missoula’s economic base.
recoveries in the building and remodeling markets. L1
It now represents roughly 5 percent. The wood products

1.
The construction industry has not
rebounded. Although Missoula did not
experience the construction boom and bust seen elsewhere,
building activity has barely budged from recession lows. The
very preliminary data suggest a slight uptick during the first
half of 2014.

industry has rebounded as the U. S. economy resumed
growth, but it is still just a shell o f its former self.

P aul E. Polzin is the director em eritus a t the Bureau o f

3.
Missoula’s changing role as a trade center. Competition Business a n d Economic Research.
from places like Hamilton and Kalispell means that residents

Figure 1
Earnings in Basic Industries, Missoula County,
2012-2014, Percent of Total

Figure 2
Actual and Projected Change In Nonfarm Earnings,
Missoula County, 2011-2018

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department o f Commerce.

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department o f Commerce.
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Ravalli County
Housing Construction Continues to Lag
by Jam es T. Sylvester

ecent economic statistics
demonstrate Ravalli County’s
JL .
iconomy is slowly emerging
from the downturn experienced in the
Great Recession.

R

Income o f Ravalli C ounty residents
working in other counties is the largest
source o f income. The rate o f growth
in this income stream slowed in the past
few years as the housing price difference
with Missoula closed. Fuel prices also
influence com m uting between the two
counties — lower fuel prices may increase
commuting.

1 Ravalli County Profile
41,000

Total Population, 2014
Percent Change in Population, 2010-2014

2.0%
46.4

Median Age, 2013
Percent 65 or Older, 2013

20.1%

Percent of Population with Bachelor’s
Degree or Higher, 2013

24.5%

Median Household Income, 2013
Percent of Population without Health
Insurance Coverage, 2013

38,688

Metal manufacturing, including
small arms manufacturing, continues to
expand. W ood products manufacturing
depends on national housing markets.
W ood supply is an ongoing concern,
but the market for log homes
dominates the Ravalli County wood
products.

19.2%

Glaxo Smith Kline, a major
5.7%
Unemployment Rate, November 2014
pharmaceutical company, and the
14.8%
Lived in a Different House in 2013
U.S. Centers for Disease Controls
Rocky M ountain Lab, employ medical
Sources: American Community Survey, U.S. Census
Bureau; Research and Analysis Bureau, Montana
researchers with average annual incomes
Department o f Labor and Industry.
double the county average of $25,000.
Both also employ support personnel
Housing construction, a mainstay
stabilizing
the
local
labor
market.
o f the Ravalli economy, continues to lag, with employment
Nonfarm earnings are forecast to increase about 2.8
levels still half o f what they were in 2007. Construction
percent per year through 2018. Cl
employment is forecast to remain well below 2007 levels for
the foreseeable future.
James T. Sylvester is an economist a t the Bureau o f Business and
Economic Research.

Figure 2
Actual and Projected Change in Nonfarm Earnings,
Ravalli County, 2011-2018

Figure 1
Earnings in Basic Industries, Ravalli County,
2012-2014, Percent of Total

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department o f Commerce.
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Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department of Commerce.

Richland County
An Energy Roller Coster
by P aul E. Polzin

ntil about 10 years ago,
1Richland County Profile
Richland County has
Total Population, 2014
enjoyed a relatively stable
Percent Change in Population, 2010-2014
and prosperous economy based on
Median Age, 2013
agriculture, food processing, and a utility Percent 65 or Older, 2013
company. Then technological advances
Percent of Population with Bachelor’s
enabled the extraction o f crude oil, which Degree or Higher, 2013
Median Household Income, 2013
was previously uneconomic. It has been
Percent of Population without Health
dubbed the “unconventional energy
Insurance Coverage, 2013
revolution.”
Unemployment Rate, November 2014

U

11,600
18.7%
39.4
14.1%
17.7%
58,112

The accommodation industry
is a traditional path for young and
inexperienced persons to enter the
workforce. The same trends are present.
Employment in Richland County
increased much faster than statewide
and the increase in average wages per
worker far exceeded the Montana figure.

19.8%

Irrigated sugar beet production and
processing, cattle, and other crops have
Lived in a Different House in 2013
17.1%
Oil drillings rigs sprouted like wild
long been a mainstay o f the Richland
flowers, the traffic was astonishing, and
County economy. Recent sugar prices
Sources: American Community Survey, U.S. Census
Bureau; Research and Analysis Bureau, Montana
there were few vacancies in the few
are down somewhat from the record
Department of Labor and Industry.
motels. The plummeting o f worldwide
levels o f a few years ago, but continued
crude oil prices since mid-2014 has
improvements in technology and other
introduced some uncertainties.
factors in agriculture should help to buffer energy volatility.
The oil boom has led to some significant changes in
Applying the Bureaus forecasting model suggests very slow
certain sectors o f the local economy. Specifically, employment
growth rather than declines from 2016 to 2018. But this
and average wages have risen much faster than expected in
depends crucially in worldwide events during the next six
local industries not usually associated with oil drilling and
months to a year. □
extraction. Employment in professional services, which
includes highly educated workers such as accountants and
architects, rose 130 percent in Richland County between
P aul E. Polzin is the director em eritus a t the Bureau o f
2003 and 2013 as compared to only 21 percent statewide.
Business a n d Economic Research.
Similarly, wages per worker in Richland County rose 169
percent as compared to 87 percent in M ontana during the
same period.

Figure 1
Earnings in Basic Industries, Richland County,
2012-2014, Percent of Total

Table 1
Recent Changes in Employment and Wages,
Richland County
Area

2003-13 Change
in Employment

1.8%

2003-13 Change 1
in Wages/Worker I

Accommodation industry (NAICS 721)
Montana

17.3%

44.0%

209.3%

191.1%

Montana

21.1%

86.7%

Richland County

130.0%

169.0%

Richland County
Professional Services (NAICS54)

Sources: Bureau of Business and Economic Research, University of
Montana; Bureau of Economic Analysis, U.S. Department of Commerce.
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Yellowstone County
Energy Impacts Continue
by P aul E. Polzin
significantly. Because there are few mines
he Yellowstone County economy 1Yellowstone County Profile
or oil wells in Yellowstone County, this
continues to benefit from the
155,500
Total Population, 2014
growth probably represents the support
indirect impacts o f the Bakken
Percent Change in Population, 2010-2014
5.1%
positions and central office functions
oil field developments on the M ontana38.3
Median Age, 2013
serving
the activities in rural areas.
N orth Dakota line. Even though Billings Percent 65 or Older, 2013
14.4%
is more than 300 miles and five hours
Percent of Population with Bachelor’s
N ot everything is rosy in Yellowstone
28.7%
Degree or Higher, 2013
driving time from the epicenter o f the
County. If the EPA declares the sulfur
51,342
Median Household Income, 2013
drilling activity in Williston, N orth
dioxide levels to be in nonattainment
Percent of Population without Health
15.6%
Dakota, it is an attractive location for the Insurance Coverage, 2013
status, air pollution abatement costs
Unemployment Rate, November 2014
3.1%
indirect and service activities associated
could be high in some of Billings’ older
Uved in a Different House in 2013
17.0%
with the oil boom. A num ber o f N orth
manufacturing plants. Also, if the
Sources:
American
Community
Survey,
U.S.
Census
Dakota cities are closer to Williston,
current drop in oil prices continues and
Bureau; Research and Analysis Bureau, Montana
but at best they have roughly half o f the
the Bakken cools, the impacts would
Department o f Labor and Industry.
population o f Yellowstone County. This
reach Billings as well.
means that industries such as finance, wholesale trade, and
Yellowstone County posted approximately 4 percent growth
professional services are probably much larger and have more
in both 2011 and 2012. These figures rank among the highest
depth and resources in Billings than in the N orth Dakota cities. for a major city in Montana. Growth decelerated to roughly 1.3

T

Since 2010, some o f the fastest growth has been in
the Billings’ industries that serve rural areas, including
professional and technical services, wholesale trade, and
finance and insurance. The mining industry also increased

percent in 2013, perhaps due to a change in data definitions.
Overall growth is expected to be between 2.4 percent
and 2.8 percent per year from 2015 to 2018, and it takes
into consideration an economic slowdown in the Bakken oil
and gas fields resulting from lower oil prices. These forecasts
incorporate the proposed upgrade of the refinery in Laurel
but may be too optimistic if the negative Bakken impacts are
greater than anticipated. Q

Table 1
Travel to Williston and Population of Selected Counties
Travel

1 Origin

2013

Time

Miles

Population

Yellowstone County, MT(Billings)

5.3 hr

326

154,200

Burleigh County, ND(Bismarck)

2.5 hr

218

88,500

Stark County, ND(Dickinson)

2.4 hr

168

29,200

Ward County, ND (Minot)

2.2 hr

125

67,900

P aul E. P olzin is the director em eritus a t the Bureau o f
Business a n d Economic Research.

Figure 2
Actual and Projected Change in Nonfarm Earnings,
Yellowstone County, 2011-2018

Figure 1
Earnings in Basic Industries, Yellowstone County,
2012-2014, Percent of Total

Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department o f Commerce.
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Sources: Bureau of Business and Economic Research, University of Montana;
Bureau of Economic Analysis, U.S. Department of Commerce.

Business Loans

CALL US TODAY!

Whether you're just getting started
or expanding your existing business,
we'll listen to you first and guide you
to the best product to meet your
individual business needs.

David Rook
3600 Brooks
523-3528

Darvin Rush
2610 N. Reserve
523-3339
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